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KELLY G. KELLY PLEADS GUILTY IN U.S. FEDERAL COURT

Bill Mercer, United States Attorney for the District of Montana, announced today that during a federal court session in Helena, on January 28, 2004, before Senior U.S. District Judge Charles C. Lovell, KELLY G. KELLY, age 38, pled guilty to two counts of bank fraud. Sentencing is set for April 29, at 9:30 a.m. in Helena.


In an Offer of Proof filed by the United States, the government stated it would prove at trial that KELLY established a banking relationship with Mountain West Bank in Helena in April 1998.


A of May 12, 1999, KELLY was President of Lifetime Seamless Siding and Windows, Inc., 1150 Lincoln Road West in Helena. On May 12, 1999, he obtained a loan from Mountain West Bank to cover business losses in the amount of $30,142.00 and secured repayment of that loan by pledging all assets of Lifetime Seamless siding and Windows, Inc.


On December 15, 1999, KELLY sold Lifetime Seamless Siding and Windows, Inc., to another, and utilized the proceeds for a purpose other than repayment of the loan, and subsequently, left Helena to live in Roundup.


On December 20, 1999, KELLY refinanced the May 12, 1999, loan by executing a new promissory note in the amount of $30,449.00 and again pledged as security for repayment of this loan all assets of Lifetime Seamless Siding and Windows, Inc.


KELLY made periodic payments on loan number the second loan until approximately July 2001, at which time the loan became delinquent and was never repaid in full.


From about December 15, 1999, through December 20, 1999, and after, in Helena KELLY knowingly executed a scheme to defraud Mountain West Bank (MWB) in Helena in that he refinanced loan indebtedness at Mountain West bank pledging as security for repayment of said loan all assets of a business known as Lifetime Seamless Siding and Windows, Inc., when in truth and fact, he had sold Lifetime Seamless Siding and Windows, Inc.


On July 7, 1999, Kelly G. Kelly and his wife borrowed $34,477.00 from Mountain West Bank, to purchase a 1959 Cessna aircraft and pledged the Cessna aircraft as collateral for the loan. On July 7, 1999, the Cessna aircraft pledged as collateral for this loan was badly damaged and rendered inoperable in a forced crash landing on or about May 29, 2000.


During the summer of 2001, KELLY and his wife became delinquent on their payments on this loan. KELLY filed a claim with Great American Insurance Group (GAIG). The proof of Loss Claim, signed by both him and his wife, expressly stated that the plane was encumbered by Mountain West Bank in Helena.


Neither KELLY nor his wife notified Mountain West Bank of the crash and the damage which resulted to the collateral. On August 7, 2000, the KELLY’s settled with GAIC by agreeing to accept $25,658.32 in full settlement for the claim for damages to the plane and both executed the release document acknowledging the settlement amount


A check dated August 17, 2000 was issued by Great American Insurance Group (GAIG), Dallas, Texas, in the amount of $24,142.32 to KELLY and Mountain West Bank for the claim that the KELLY’s had submitted for damage to the Cessna aircraft;


The insurance settlement amount was $25,658.32, and the insurance settlement check was in the amount of $24,142.32, with the difference, $1,516.00, being the amount paid to remove the plane from the crash site.  KELLY negotiated the check and failed to apply the proceeds toward the loan balance on the airplane loan even though the check was made payable to Mountain West Bank as well as the KELLY’s.


At no time prior thereto did KELLY notify Mountain West Bank that the Cessna aircraft had been damaged or that insurance proceeds had been received and KELLY diverted the insurance proceeds to living and business expenses rather than apply them to the delinquent loan which has never been repaid.


KELLY faces possible penalties of 30 years in prison, a $1,000,000 fine and 5 years supervised release.


Assistant U.S. Attorney Bernie Hubley prosecuted the case for the United States.


The investigation was conducted by the Federal Bureau of Investigation.
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For a copy of the Offer of Proof contact Beth Binstock at (406) 247-4653
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